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Carneiro,Chumney&Co., Lc.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Bible Study Fellowship
San Antonio, TX

We have audited the accompanying statements of financial position of Bible Study Fellowship as of August 31,
2009 and 2008, and the related statements of activities and cash flows for the years then ended. These financial
statements are the representation of Bible Study Fellowship's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Bible Study Fellowship's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examinin g, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Bible Study Fellowship as of August 31, 2009 and 2008, and the results of its operations and its cash
flows for the years then ended, in conformity with United States generally accepted accounting principles.

As discussed in Note 13 to the financial statements, Bible Study Fellowship restated its 2008 financial statements
to reflect a change in its treatment of accounting and reporting of its unused vacation benefits.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The supplementary information on pages 13 through 18 is presented for purposes of additional analysis and is not

a required part of the basic financial statements. Such information has not been subjected to the auditing
procedures applied in the audits of the basic financial statements and, accordingly, we express no opinion on it.
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BIBLE STUDY FELLOWSHIP

STATEMENTS OF FINANCIAL POSITION

AUGUST 31, 2009 AND 2008

ASSETS

Cash
Cash in foreign bank accounts/classes
Investments
Pledged receivables
Current notes receivable
Inventories
Prepaid expenses
Area advisor advances
Other receivables
Property, Plant, and Equipment -
Net of depreciation
Long-term notes receivable
Contribution receivable - charitable remainder unitrust
Deposits with suppliers

TOTAL
LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable
Accrued expenses
Pension plan obligation, net
Total Liabilities

Commitments (Note 9 )

Unrestricted Net Assets:
Undesignated -
Net property, plant, and equipment
Board designated
Total Unrestricted Net Assets
Temporarily restricted net assets
Total Net Assets

TOTAL

The accompanying notes are an integral part of these financial statements.

(Restated)

2009 2008
628,321 437,666
1,111,482 865,770
5,642,897 8,233,620
75,452 --
5,255 4,974
41,272 109,306
85,354 27,916
169,435 103,334
121,340 228,148
9,871,850 10,394,496
11,919 17,174
53,575 66,556
527,158 279,858
18,345,310 20,768,818
338,946 323,138
56,191 47,837
3,371,509 305,678
3,766,646 676,653
9,871,850 10,394,496
4,653,239 9,631,113
14,525,089 20,025,609
53,575 66,556
14,578,664 20,092,165
18,345,310 20,768,818




BIBLE STUDY FELLOWSHIP
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED AUGUST 31, 2009 AND 2008

2009
Temporarily

2008 (Restated)
Temporarily

Unrestricted Restricted Total Unrestricted  Restricted Total
Revenue, Gains, and
Other Support:
Class contributions 8,044,564 1,706,456 9,751,020 7,794,595 1,487,819 9,282,414
Individual
contributions 2,185,980 655,789 2,841,769 2,351,474 483,261 2,834,735
Interest and dividend
income 260,675 22,239 282,914 757,496 24,689 782,185
Net realized (loss) gain
on sale of investments (606,104) -- (606,104) 224,465 - 224,465
Net unrealized (loss)
on investments (646,156) - (646,156)  (1,829,991) - (1,829,991)
Gain on sale/disposition
of fixed assets 1,011 - 1,011 33,932 - 33,932
Miscellaneous
income 37,434 2 37,436 98,517 10 98,527
Net assets released
from restrictions 2,397,467 (2,397,467) -- 2,000,464 (2,000,464) --
Total Revenue, Gains,
and Other Support 11,674,871 (12,981) 11,661,890 11,430,952 (4.685) 11,426,267
Expenses:
Administration 1,640,771 - 1,640,771 1,773,612 - 1,773,612
Classes:
Leadership training 7,579,193 - 7,579,193 8,435,226 - §8,435226
Local classes 2,435,552 -~ 2,435,552 2,271,933 - 2,271,933
Production 2,905,925 -- 2,905,925 3,290,483 - 3,290,483
Total Expenses 14,561,441 -~ 14,561,441 15,771,254 -- 15,771,254
Change in Net Assets
before Pension
Related Changes (2,886,570) (12,981) (2,899,551) (4,340,302) (4,685) (4,344,987)
Pension related changes other
than net periodic pension cost (2,613,950) - (2,613,950) (438,808) -- (438,808)
Net assets al beginning of year
before adjustments - - - 24,840,200 71,241 24.911,441
Prior period adjustment -~ -~ -~ (35,481) -- (35,481)
Net assets at beginning of year 20,025,609 66,556 20,092,165 24,804,719 71,241 24,875,960
NET ASSETS AT
END OF YEAR 14,525,089 53,575 14,578,664 20,025,609 66,556 20,092,165

The accompanying notes are an integral part of these financial statements.




BIBLE STUDY FELLOWSHIP

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED AUGUST 31, 2009 AND 2008

Cash Flows from Operating Activities:
Change in net assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Provided by (Used in) Operating Activities:
Depreciation
Construction in process on abandoned projects
Change in deferred pension benefit obligation
(Gain) on sale of fixed assets
Loss (Gain) on sale of investments
Net unrealized loss on investments
(Increase) in pledge receivables
(Increase) in deposits with suppliers
Decrease in inventories
(Increase) decrease in prepaid expenses
(Increase) in area advisor advances
Decrease (increase) in other receivables
Decrease in contributions receivable
Decrease in pension plan assets, net
Increase in accounts payable
Increase in accrued expenses
Total Adjustments
Net Cash (Used in) Operating Activities

Cash Flows from Investing Activities:
Proceeds from sale of fixed assets
Proceeds from sale/maturity of investments
Purchase of investments
Purchase of property and equipment
Payments received on notes receivable
Net Cash Provided by Investing Activities

Net Increase(Decrease) in Cash
Cash at beginning of year

CASH AT END OF YEAR

(Restated)
2009 2008
(2,899,551)  (4,344,987)
1,074,380 1,055,795
2,838 78,572
(2,613,950) (438,808)
(1,011) (33,932)
606,104 (224,465)
646,156 1,829,991
(75,452) -
(247,300) (120,399)
68,034 32,781
(57,438) 52,469
(66,101) (13,644)
106,808 (16,528)
12,981 4,685
3,065,831 368,551
15,808 35,884
8,354 12,356
2,546,042 2,623,308
(353,509)  (1,721,679)
1,011 54,648
3,307,057 4,637,229
(1,968,594)  (2,847,342)
(554,572) (510,802)
4,974 8,113
789,876 1,341,846
436,367 (379,833)
1,303,436 1,683,269
1,739,803 1,303,436

The accompanying notes are an integral part of these financial statements.




BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 1: Summary of Significant Accounting Policies
Organization and Nature of Activities

Bible Study Fellowship is a not-for-profit corporation conductin g Bible study classes in the United States
and throughout the world. Bible Study Fellowship is the sole-owner of BSF International, LLC, a limited liability
company. Both Bible Study Fellowship and BSF International, LLC are exempt from U.S. federal income taxes
under Internal Revenue Code Section 501(c)(3). BSF International, LLC operates all of its Bible Study
Fellowship classes outside the U.S., organizes and maintains registrations with similar exemptions under local
laws in other countries in order to facilitate international operations. Current registrations include Australia,
Singapore, Hong Kong, the United Kingdom, Kenya, Uganda and Nigeria. Activities from all BSF classes
operated under Bible Study Fellowship and BSF International, LLC, including those representing these
registrations, are included in the accounts of these financial statements to represent the worldwide operations of
BSF.

Basis of Presentation
The accompanying financial statements present the consolidated financial position and changes in net assets
and cash flows of Bible Study Fellowship and its 100% owned entity, BSF International, LLC. All significant
Intra-organizational accounts and transactions have been eliminated.

The accompanying financial statements also have been prepared on the accrual basis of accounting in
accordance with United States generally accepted accounting principles. Net assets, support and revenue and
expenses, are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets
and changes therein are classified and reported as follows:

Unrestricted Net Assets — Net assets that are not subject to donor-imposed stipulations.

Board Designated Net Assets — Net assets restricted solely through actions of the Board, are
reported as unrestricted net assets.

Temporarily Restricted Net Assets — Net assets subject to donor-imposed stipulations that will
be met by actions of Bible Study Fellowship. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the statement of activities as
net assets released from restrictions.

Cash and Cash Equivalents
Cash for purposes of the cash flow statements includes cash accounts and highly liquid investments with
original maturities of three months or less.

Pledged Receivables
Pledged receivables represent unconditional promises to give from online electronic recurring gifts known
at year end expected to be received in the next twelve month operating cycle.

Investments
Investments in marketable securities are stated at fair market value.

(Continued)




BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 1: Summary of Significant Accounting Policies (Continued)
Investments(Continued)

Day to day foreign operations have been converted to U.S. dollars for purposes of presenting financial
statements. The statement of financial position of foreign assets is translated at spot rate at year end and the
statement of activities is translated at an average rate for the year. Exchange rate gains and losses, as a result of
conversion to dollars, are included in expenses.

Inventory
Paper and shipping supplies inventory is stated at cost (under the specitfic identification method).

Property and Equipment

Depreciation of property and equipment is provided over the estimated useful lives (3 to 40 years) of the
respective assets on a straight-line basis. Expenditures for assets costing more than $1,000 are capitalized if their
useful life is greater than one-year.

Expense Allocation
The costs of providing various programs and other activities of Bible Study Fellowship have been
summarized on a functional basis in the statement of activities and statement of operating expenses by function.
Accordingly, certain costs have been allocated among the programs and supporting services based primarily on
management estimates of facility usage by and direct wages incurred in these program areas.

Estimates
The process of preparing financial statements in conformity with United States generally accepted
accounting principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenue, and expenses. Such estimates primarily relate to unsettled transactions and events as of the date of the
financial statements. Accordingly, upon settlement, actual results may differ from estimated amounts.

Fair Value of Financial Instruments
The Fair Value Measurements and Disclosure Topic of the Financial Accounting Standards Codification
defines fair value, establishes a three-level valuation hierarchy for disclosure of fair value measurements, and
expands disclosures about fair value measurements. An instrument’s categorization within the hierarchy is based
upon the lowest level of input that is significant to the fair value measurement.

Level 1 — Inputs that utilize quoted prices (unadjusted) in active markets for identical assels or liabilities
that Bible Study Fellowship has the ability to access.

Level 2 — Inputs that include quoted prices for similar assets and liabilities in active markets and inputs
that are observable for the assets or liability, either directly or indirectly, for substantially the full term of the
financial instrument. Fair values for these instruments are estimated using pricing models, quoted prices of
securities with similar characteristics, or discounted cash flows.

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are typically based on an
entity’s own assumptions, as there is little, if any, related market activity.

(Continued)




BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009 AND 2008
Note 2: Property and Equipment and Depreciation
Property and equipment are valued at cost with the exception of certain contributed assets, which are stated

at the fair market value at the date each contribution was received. Cost and accumulated depreciation on
property and equipment are as follows:

2009 2008
Land $ 1,533,063 $ 1,533,063
Buildings and improvements 12,152,151 11,816,509
Furniture and equipment 2,003,205 1,939,856
Printing equipment 5,030,705 5,026,555
Automobiles 496,974 496,974
Training center equipment 628,632 538,283
Training library books 13,040 13,040
Construction in process 77.435 26,943
21,935,205 21,391,223
Less: Accumulated depreciation (12,063.355) (10,996,727)
Net Land, Buildings, and Equipment $ 9.871.850 $ 10,394,496

Note 3: Pension Plan

Bible Study Fellowship instituted a defined benefit retirement plan (the Plan) effective July 1, 1980,
covering those employees meeting specified eligibility requirements. The Plan has been amended periodically to
comply with applicable provisions of the Internal Revenue Code. The Plan calls for benefits to be paid to eligible
employees at retirement based primarily upon years of service with the organization and their compensation rates
near retirement. Contributions to the Plan reflect benefits attributed to employees' services to date and also for
services expected to be earned in the future. Plan assets consist primarily of mutual funds, individual equity
positions, and corporate bonds and notes.

Bible Study Fellowship’s funding policy is to make the minimum annual contribution required by
applicable regulations. Contributions are intended to provide not only for benefits attributed to service to date but
also for those expected to be earned in the future. No contributions were recommended for Bible Study
Fellowship for fiscal year 2009, but discretionary contributions may be made as necessary to fund the full
projected benefit obligation.

2009 2008
Obligations and funded status at fiscal year:
Benefit obligation $(9,319,918) $(7,611,848)
Plan assets at fair value 5.948.409 7,306,170
Funded Status $(3,371,509) $ (305,678)

(Continued)




BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 3: Pension Plan (Continued)

Accumulated benefit obligation $ 8,507,049 $ 6,929,870
Employer contributions $ -- $ 490,000
Plan participant contributions - --
Benefits paid $ (433,142) $ (433,142)

Amounts recognized in the statement of
financial position consist of:

Current liabilities $(3,371,509) $ (305,678)

Other Changes in Plan Assets and Benefit Obligations
Recognized in Changes in Unrestricted Net Assets:

Net (gain) or loss $ 2,613,950 $ _ 438,808

Total Recognized in Net Periodic Pension
Cost and Unrestricted Net Assets $ 2,613,950 $ _ 4383808

The following assumptions were used in accounting for the Plan:

Weighted-average assumptions used to determine benefit obligation at August 31:

2009 2008
Discount rate 6.00% 7.00%
Rate of compensation increase 4.00% 4.00%

Weighted-average assumptions used to determine net periodic benefit cost for year ended August 31:

2009 2008
Discount rate 6.00% 7.00%
Expected return on plan assets 7.50% 7.50%
Rate of compensation increase 4.00% 4.00%

The weighted-average discount rate was based on the expected rates at which the pension benefits could be
effectively settled using Moody’s Aa bond yield index as a benchmark. The rate of salary increase is based on
the historical salary increase policies of Bible Study Fellowship.

The percentage of the fair value of total plan assets held as of August 31, (the measurement date) by
asset category is as follows:

(Continued)




BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 3: Pension Plan (Continued)

2009 2008
Equity securities $4,202330 70.7% $ 4,763,353 65.2%
Debt securities 1,707,184  28.7% 2,001,890 27.4%
General account 38,895 0.6% 540,927 7.4%
Total $5,948.409 100.0% $ 7,306,170 100.0%

Bible Study Fellowship’s investment strategy is based on the overall investment philosophy to manage
Plan assets in a prudent, conservative, yet productive manner. Fiduciaries with any discretionary authority to
manage Plan assets shall seek to increase the value of Plan assets, while recognizing the need to preserve asset
value in order to enhance the ability of the Plan to meet its obligations to Plan participants and their beneficiaries
when due. Preservation of capital is of prime importance and within the stated investment objectives for the
Plan's assets. Risks, including excessive volatility in the value of Plan assets, should be minimized. Plan assets
shall be managed to achieve stated objectives over a long-term time horizon.

The permitted range by principal investment category as a percentage of the total value of the Plan assets
shall be as follows:

Equity funds 55% -- 75%
Fixed Income Fund (including the Liquidity Reserve) 25% -- 45%

No plan assets are expected to be returned to the Bible Study Fellowship during 2009.

The following benefits are expected to be paid during fiscal years:

2010 561,300
2011 622,841
2012 612,929
2013 654,790
2014 651,706
2015 -2019 3,668,120

Note 4: Notes Receivable
Notes receivable totaling $17,174 in 2009 and $22,148 in 2008, are unsecured.

Note 5: Charitable Remainder Unitrust

During 2004, a donor established a trust with a brokerage firm naming Bible Study Fellowship as a 50%
beneficiary of a charitable remainder unitrust. Under terms of the split-interest agreement, the donors will receive
5% of the net fair market value of the assets quarterly until their death. At the time of the donors' death, the trust
is to terminate, and the remaining trust assets are to be distributed to the beneficiaries. Based on the donors' life
expectancy and a 5% discount rate for 2009 and 2008, the present value of future benefits expected to be received
by Bible Study Fellowship were estimated to be $53,575 and $66,556 for 2009 and 2008, respectively, which
changes in value were recorded in 2009 and 2008, as a temporarily restricted contribution and to the contribution
receivable - charitable remainder unitrust.

(Continued)
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BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 6: Volunteer Services

While the impact of volunteer services performed in our class locations cannot be adequately determined,
the hours of volunteer services received at headquarters, in San Antonio, can be more accurately measured. In the
year ended August 31, 2009 and 2008, over 28,000 hours were donated to headquarters in services performed by
over 1,200 volunteers. These hours have not been valued on these financial statements as they do not meet the
accounting criteria for recording.

Note 7: Marketable Securities
Security investments consist of the following:

2009 2008
Fair Market Fair Market
Cost Value Cost Value

Corporate bonds/funds $ 823,254 $ 748,774 $ 1,808,234 $ 1,538,460
Certificate of deposit - - 70,000 70,000
Government securities 103,274 102,571 266,280 254,952
Equity securities/funds 5,459.647 4,791,552 6,186,229 6,370,208
Total $ 6,386,175 $ 5,642,897 $ 8,330,743 $ 8233 620

Bible Study Fellowship maintains several investment accounts with different financial Institutions holding
the security positions listed above. Investment accounts are insured under limited circumstances by the Securities
Investor Protection Corporation ("SIPC") up to $500,000, and by other private insurance maintained by the
financial institutions for amounts in excess of the SIPC limit. Investments are not protected against potential
declines in value from normal or adverse market conditions. In management's opinion, account holdings and
investment allocations are in accordance with policies established by Bible Study Fellowship intended to

minimize such risk of loss.

Note 8: Cash Balance Credit Risk

Bible Study Fellowship maintains most of its cash in checking and money market accounts, at six different
institutions in the San Antonio area, that require certain minimum balance requirements for allowance of earnings
on operating accounts. At various times during the fiscal year, Bible Study Fellowship, maintained cash balances
in excess of $100,000 in banks, which were insured by the Federal Deposit Insurance Corporation (FDIC) up to
$100,000 per depositor. On October 3, 2008, the federal government temporarily increased this FDIC limit to
$250,000 per depositor through December 31, 2013. At March 31, 2009, Bible Study Fellowship cash balances
exceeded FDIC insurance limits. On October 14, 2008, the FDIC announced its temporary Transaction Account
Guarantee Program, which provides full coverage for non-interest bearin g transaction deposit accounts at FDIC
Insured institutions that agree to participate in the program. The transaction account guarantee applies to all
personal business checking deposit accounts that do not earn interest at participating institutions. This unlimited
insurance coverage is temporary and will remain in effect for participating institutions until December 31, 2013.

Note 9: Lease Obligations

Bible Study Fellowship is the lessee of a copying machine and a telephone system under non-cancellable
operating leases. Minimum future lease payments including post-year end renewals due over the remainin gterms
of the leases are as follows:

(Continued)
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BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 9: Lease Obligations (Continued)

Year Ending Amount
2010 $ 21,910
2011 17,620
2012 13,330
2013 13,330
2014 9,997

Total Minimum Lease Payments $ 76,187

Note 10: Commitments and Designated Net Assets

The Board of Directors of Bible Study Fellowship has designated unrestricted net assets and authorized the
maintenance of designated fund balances that are for specific purposes. The major categories of designated
unrestricted net assets are as follows:

2009 2008
Capital Improvements $ 2,891,468 $ 4,427,585
Contingency Reserves 511,110 511,110
Leadership Retreats 1,346,547 1,594,109
Retirement Benefits 200,000 200,000
Leadership Orientation 5,276 5,221
International Operations 404,936 2,889,308
Executive Director Discretion 5,012 3,780

$ 4,653,239 $ 9.631,113

Note 11: Temporarily Restricted Net Assets

Temporarily restricted net assets as of August 31, 2009 and 2008, consist of a charitable remainder unitrust
contribution restricted for use by time.

Note 12: Fair Value Measurements

Bible Study Fellowship uses fair value measurements to record fair value adjustments to certain assets and
liabilities and to determine fair value disclosures. For additional information on how Bible Study Fellowship
measures fair value refer to Note 1: Organization and Significant Accounting Policies. The following table
represents the fair value hierarchy for the balances of the assets of Bible Study Fellowship measured at fair value
on a recurring basis as of August 31, 2009:

(Continued)
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BIBLE STUDY FELLOWSHIP
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2009 AND 2008

Note 12: Fair Value Measurements (Continued)

Level 1 Level 2 Level3 Total
Investments $5,642,897 % - $ - $ 5,642,897
Charitable Remainder
Unitrust - -- 53.575 53.575
$5642897 % - $ 53,575 $ 5,696,472

Fair values for investments are determined by reference to quoted market prices and other relevant
information generated by market transactions. Fair value for the charitable remainder unitrust, with the grantor
retained life estate, is determined by calculating the present value of the future life expectancy of the tenant bases
on their present age using published life expectancy tables and a 4.4% discount rate.

Assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3 inputs):

2009 2008
Charitable Remainder Unitrust:
Beginning balance, September 1, $ 66,556 $ 71,241
Change in value in split-interest agreement (12,981) (4,685)
Payment received from charitable remainder trust -- -
Ending Balance, August 31, $ 53,575 $ 66,556

Note 13: Change in Accounts Treatment and Restatement to Financials Statements

Net assets at the beginning of 2008 have been restated to be consistent with a change in accounting
treatment implemented in 2009, related to accrual of employer provided vacation benefits. The resulting change
In accounting treatment overstated net assets by $35,481 in 2007, and $12,356 of the resulting change was
expensed in the restatement of 2008.

-12-
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